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Seurce: International Monetary Fund, International Financial Statistics, 1984, and Government Financial Statistics Yearbook, 1984.
3. Economic growth is measured as the average annual percentage change in real gross domestic product over the 1972~
1982 period. T-statistics are shown in parentheses,

b. R? has been adjusted to allow for small sample size.
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Notes

1. See Borcherding, Pommerehne, and Schneider (1982).

2. Memorandum from James C. Hankla, Chief Administrative
Officer, Los Angeles County, to County Board of Supervisors, Re-
port on Board Awarded Contracts, August 2, 1985.

3. See Stevens (1984). I am indebted to E. S. Savas for this reference,
as well as the succeeding one.

4. Office of Management and Budget (1984).

5. This case provides support for our previous consideration of the
cost-inflating effects of exclusivity in nonmarket supply. See Ross
(1988).

6. See Marsden (1983).

7. See OECD (1992). The fraction shown for Germany in 1989
probably rose after unification of East and West Germany in 1990.

8. International Monetary Fund (1991).
9. For a similar view, see Schmidt in Forte and Peacock (1985).

10. See Marsden (1983, table 2, p. 3). Marsden'’s ten pairs of coun-
tries, in ascending order of per capita income, are Malawi (low
tax), Zaire (high tax); Cameroon (low tax), Liberia (high tax);
Thailand, Zambia; Paraguay, Peru; Mauritius, Jamaica; South Ko-
rea, Chile; Brazil, Uruguay; Singapore, New Zealand; Spain, the
United Kingdom; and Japan, Sweden.

11. Ibid., 10.

12. Ibid., 4-5ff. Marsden evaluated the equity of income distribu-
tion in terms of the share of total income received by the poorest
40 percent of households.

13. This work has been done by the author and Randy Ross, a
former graduate fellow in The RAND Graduate School.
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14. Both the RAND and Marsden samples omitted countries heav-
ily dependent on oil exports, with the single exception of the
United Kingdom.

15. For the low-income countries, table 7.3 indicates a significantly
negative relation between the government spending ratio and
average GNP growth but none between the tax ratio and GNP
growth. This surprising result is due to the relatively low correla-
tion (0.71) between tax revenues ratios and government spending
ratios for the low-income countries in the 1983-1987 period.

16. The relatively modest R’s are not surprising for another reason
as well. In general, lower-income LDCs—some of which are in-
cluded in the sample—typically have low ratios of government
spending to GDP because of the relatively high share of their
output characteristically provided by the rural agricultural sector,
which is often remote from government. Interestingly, this struc-
tural difference tends to lower the R’s that result from the pooled
sample compared with the low-income sample alone.

17. Pryor (1985). Actually, Pryor’s systemic dummy variable shows
a negative effect of the CMEA, centrally planned systems, which is
consistent with the resuits obtained by RAND and Marsden. How-
ever, the corresponding coefficient in the systemic dummy variable

is only significant at a 15 percent level. See his table 2 (1985, 213).
Pryor’s model specification, which includes per capita GDP as an
independent variable, may also obscure some of the effect of the
systemic dummy.

18. Olson (1982).
19. Landau (1983).
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